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Executive Summary 
 

 
Introduction 
 
Each reappraisal cycle, the Governor is mandated by law to select an advisory committee to 
recommend new agricultural land values to the Department of Revenue.  In May 2001, 
Governor Judy Martz appointed nine Montanans to evaluate and propose valuation 
schedules that will be implemented January 1, 2003 and remain in effect until December 31, 
2008.   
 
Committee members represent a cross-section of farm and ranch organizations, financial 
institutions, and local government.  Every member is knowledgeable of different farm and 
ranch practices, farm policy and agricultural land values.   
 
The committee reviewed all five agricultural land classifications.  Each agricultural sector will 
see land valuation increases of between 14 and 16 percent from the previous appraisal 
cycle.  These changes are due to increases in the market price for the base crops and 
private grazing leases used in the valuation process.   
 
Agricultural taxpayers will see increases in land valuation that are phased-in incrementally 
over the six-year reappraisal cycle.  The 2003 agricultural valuation schedules will not be 
fully implemented until 2008.   
 
The five agricultural land classifications are: 
 

¾ Continuously cropped farmland 
¾ Summer fallow farmland 
¾ Continuously cropped hay land 
¾ Irrigated land 
¾ Grazing Land 

 
 
Committee Recommendations 
 
In 2001, the legislature passed HB609.  This bill allowed future agricultural advisory 
committees wider flexibility to recommend some methodology changes through 
administrative rule rather than requesting the changes directly through the legislature.  The 
2002 agricultural advisory committee chose to exercise this option in several areas as they 
made their final recommendations. 
 
The committee recommended no methodology changes to continuously cropped farmland, 
summer fallow farmland, continuously cropped hay land and grazing land.  However, the 
committee did recommend that the midpoint for the productivity range that represents 
continuously cropped hay land grade H1 change from 3.0 to 3.2 tons per acre.   
 

 



The committee recommended six methodology changes in the valuation of irrigated land.  
Each recommendation is fully discussed in this report.  The recommendations include: 
 

1. elimination of irrigated rotations 
2. increasing the base water cost from $5.50 to $10.00 per acre 
3. changing the alternative minimum value for irrigated land from summer fallow land 

to 0.9 tons production of continuously cropped hay land 
4. reducing the water cost categories from seven to five 
5. eliminating the two lowest irrigated production grades 
6. changing the midpoint for the production range that represents irrigated grade I-6 

to 0.9 tons per acre.   
 
Some taxpayers with irrigated land will see decreases in land valuation due to 
recommendations made by the committee.  Any decrease in land valuation will be fully 
implemented in 2003 and these values will not change from 2004 through 2008. 
 
The advisory committee recommended no change to the method in which the department 
collects energy cost information from taxpayers with irrigated land for the 2003 reappraisal 
cycle.  However, the advisory committee recommended the creation of an interim committee 
that is composed of representatives from agricultural organizations in the state to study the 
irrigated land valuation system.  The advisory committee recommends that the practice of 
collecting operator-specific energy costs from taxpayers with irrigated land should be 
eliminated and replaced with a more acceptable cost approach.  The advisory committee 
also recommends that the interim committee study ways to implement a new irrigated land 
valuation system.  Any proposal to eliminate the collection of operator-specific energy costs 
or modifying the irrigated land valuation system will require legislative action.  Therefore, an 
interim committee will have make their recommendations to a future legislature. 
 
The committee endorsed a change to administrative rule 42.20.147 - Criteria For 
Agricultural Land Valuation, that will further define agricultural eligibility for landowners 
who produce and raise livestock.  The committee recommends that a landowner who 
produces and raises livestock must meet two key agricultural eligibility requirements.  They 
are: 
 

1. The land must produce and the taxpayer must market, not less than $1,500 in 
annual gross agricultural income. 

2. The land’s carrying capacity must support not less than 30 animal unit months per 
year (AUM’s/year). 

 
 
Historical Overview – Agricultural Land Valuation Changes  
 
From 1978 to 1994, the overall per-acre taxable value of agricultural land remained 
remarkably steady.  From 1978 to 1993, the average taxable value per acre was $2.75, with 
a high of $2.79 in 1993.  The 1994 reappraisal significantly increased the assessed value of 
agricultural land.  However, this increase was offset by a corresponding decrease in the 
taxable percentage rate applied to agricultural land.1  The net result was that the average 
taxable value per acre remained at the $2.75 level.  However, just because the taxable value 
                                            
1 See History of Agricultural Taxation on page 5. 

 



has remained constant does not mean tax liability has remained constant.  Since 1978, the 
average statewide mill levy has increased by 120 percent (from 204.24 to 450.10 mills).  In 
that same timeframe, inflation increased 172 percent.  That means that the $2.75 taxable 
value per acre in 1978 would be worth $7.47 in 2001. 
 
From 1994 to the present time, the tax percentage rate for class three - agricultural land has 
been tied to the same tax rate applied to class four - residential, commercial and industrial 
property.  Tying the class three taxable percentage rate to the class four taxable percentage 
has been beneficial for taxpayers with agricultural land.   
 
For example, agricultural land valuation, with the exception of grazing land, remained 
relatively unchanged in the 1997 reappraisal cycle.  Irrigated land assessments actually 
decreased slightly from the 1994 reappraisal cycle.  In contrast, class four - residential, 
commercial and industrial property valuation increased by approximately 43 percent during 
the same time frame.  A 1991 legislative change to 15-6-133 (2), MCA, mandated that the 
tax class three property must be taxed at the taxable percentage applicable to tax class four.  
This means that since 1991, the class three taxable percentage rate has been phased down 
at the same pace as the class four taxable percentage rate.  In year 2000, the average per-
acre taxable value for agricultural land was $2.66, which translates into the lowest per-acre 
taxable value in over 22 years. 
 
If the 2003 legislature continues to tie the taxable percentage rate for agricultural land to the 
class four taxable percentage rate, taxpayers with agricultural land should continue to 
receive appropriate reductions in taxable value that are extended to residential, commercial 
and industrial property.  If history repeats itself and the tax percentage rate for class four 
property changes, it would most likely decrease.  This will translate into a further decrease in 
the average taxable value for agricultural land. 
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Recommended Agricultural Land Valuation Schedules 
Effective January 1, 2003 To Be Phased-in By 2008 
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1A
1A
1A
1A
1B
2A
2B
3 
4 
5 
6 

Grade Tons o
 Alfalfa/
Non Irrigated Farmland
Summer Fallow Basis
  
Grade Tons of hay Assessed 
    Per Acre Value/Acre 

ade  Bu. Wheat  Assessed 
   Per Acre    Value/Acre 

 
 
 
 
 
 
 
 
 
 

Grade  Bu. Wheat  Assessed 
   Per Acre    Value/Acre

Non Irrigated Farmland 
Continuously Cropped Basis 

 
 
 
 

1A8 40 +  $355.96 
1A7 38 – 39  $338.38 
1A6 36 – 37  $320.80 
1A5 34 – 35  $303.22 
1A4 32 – 33  $285.64 
1A3 30 – 31  $268.07 
1A2 28 – 29  $250.49 
1A1 26 – 27  $232.91 
1A 24 – 25  $215.33 
1B 22 – 23  $197.75 
2A 20 – 21  $180.18 
2B 18 – 19  $162.60 
2C 16 – 17  $145.02 
3A 14 – 15  $127.44 
3B 12 – 13  $109.86 
4A 10 – 11  $  92.29 
4B 8 – 9  $  74.71 
5 < 8  $  35.16 
 
 

 

 
 
 
 
 
 
 
 
 

 

2 < .30  >3.33  $751.17 
1   .30 –   .50 3.33 – 2.00 $375.59 
+   .51 –   .59 1.96 – 1.69 $273.15 
   .60 – 1.00 1.67 – 1.00 $187.79 
 1.01 – 1.89   .99 –   .53 $103.61 
 1.90 – 2.19   .53 –   .47 $  75.12 
 2.20 – 2.79   .45 –   .36 $  61.32 

2.80 – 3.79   .36 –   .26 $  46.23 
3.80 – 5.59   .26 –   .18 $  32.31 
5.60 – 9.99   .18 –   .10 $  19.39 
> 9.99  < 10  $  12.02 

 
 

Tillable Irrigated Land

 
 
 
 

1 2
f  <$19.99 $20.00 – 24.99  $25.00 – 29.
Ac.       $17.50 mdpt    $22.50 mdpt     $25.50 md

- 1 - 
Non Irrigated Continuously
Cropped Hay land 
1 3.0 +  $776.00 
2  2.5 – 2.9 $654.75 
3 2.0 – 2.4 $533.50 
4 1.5 – 1.9 $412.25 
5 1.0 – 1.4 $291.00 
6 0.5 – 0.9 $169.75 
7 <0.5  $  60.63 
Grazing Land
  
 
 

Grade   Acres Per Animal Units  Assessed  
 Animal Unit   Per Acres Value/Acre 
1A4 44 +  $782.23 
1A3 42 – 43  $747.07 
1A2 40 – 41  $711.91 
1A1 38 – 39  $676.76 
1A 36 – 38  $641.60 
1 34 – 35  $606.45 
2 32 – 33  $571.29 
3 30 – 31  $536.13 
4 28 – 29  $500.98 
5 26 – 27  $465.82 
6 24 – 25  $430.66 
7 22 – 23  $395.51 
8 20 – 21  $360.35 
9 18 – 19  $325.20 
10 16 – 17  $290.04 
11 14 – 15  $254.88 
12 12– 13  $219.73 
13 10 - 11  $184.57 
14 < 10  $  87.89
Water Class 
3 4 5
99       $30.00 – 34.99    $35.00 – 40.00
pt          $32.50 mdpt      $37.50 mdpt 
 
 
 
 
 

  1A 
  1B 
  2 
  3 
  4 
  5 
  6 

4.5 +   $863.19       $788.19         $710.06  $631.94           $553.51 
4.0 – 4.4  $741.94       $666.92         $588.81  $510.69           $432.56 
3.5 – 3.9  $620.69       $545.69         $467.56  $389.44           $311.31 
3.0 – 3.4  $499.44       $424.44         $346.31  $268.19           $218.25 
2.5 – 2.9  $378.19       $303.19         $225.06  $218.25           $218.25 
2.0 – 2.4  $256.94       $218.25         $218.25  $218.25           $218.25 
<2.0   $218.25       $218.25       $218.25 $218.25          $218.25



 
 

Governor’s 2002 Agricultural Advisory Committee 
For Land Valuation 

 
 

1. Merlin Boxwell (FARMLAND) 
P O Box 65 
Cut Bank MT 59427 
 

2. Jeff Doggett (RANGELAND) 
Box 729 
White Sulphur Springs MT 59645 
 

3. Dean Harmon (LOCAL GOVT) 
400 2nd Ave S 
Wolf Point MT 59201 
 

4. Adam Kirsch, VP (FINANCIAL INSTITUTIONS) 
Ronan State Bank 
P O Box B 
Ronan MT 59864 
 

5. Pat McNulty (HAYLAND) 
HC 81 Box 17 
Buffalo MT 59418 

 
6. Michael Murphy (IRRIGATED LAND) 

Montana Water Resources Assn 
P O Box 4927 
Helena MT  59604 

  
7. Senator Jon Tester (LEGISLATOR) 

709 Son Lane 
Big Sandy MT 59520 
 

8. Dr. Myles Watts, Department Head (MSU REP) 
Department of Agricultural Economics and Economics  
Montana State University 
Bozeman MT 59717 
 

9. Representative Merlin Wolery (LEGISLATOR) 
HC 75 Box 70 
Rudyard MT 59540 
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2002 Agricultural Advisory Committee Recommendations To The 

Department Of Revenue 
 
 
1. No change in the method of calculating the rolling base year average for commodity prices and 

grazing fees. 
 
2. No change to the base crops used in the determination of gross income for continuously cropped 

farmland, summer fallow farmland, continuously cropped hay land and irrigated land. 
 
3. No change to using the private grazing lease fees in the determination of gross income for 

grazing land. 
 
4. No change in the source for collecting the commodity prices for the base crops and the grazing 

fees for private rangeland (Montana Agricultural Statistics Reporting Service). 
 
5. No change to the landlord’s crop share rental percentage, applied to the gross income for 

continuously cropped farmland (25 percent), summer fallow farmland (12.5 percent), continuously 
cropped hay land (25 percent) and irrigated land (25 percent) to produce net income. 

 
6. No change to the 25 percent management fee applied to the gross income for grazing land to 

produce net income. 
 
7. No change to the 20 percent reduction in the alfalfa commodity price due to the dairy influence on 

the reporting price collected by the Montana Agricultural Statistics Reporting Service. 
 
8. No change in the 6.4 percent capitalization rate. 
 
9. The inclusion of the agricultural market transition and the market loss assistance federal 

subsidies to the commodity price of “all wheat”. 
 
10. Elimination of irrigated rotations.   
 
11. Change the midpoint for the productivity range that represents continuously cropped hay land 

grade H1 from 3.0 to 3.2 tons per acre. 
 
12. Increase in the base water cost from $5.50 to $10.00 per acre. 
 
13. Change the basis for the alternative minimum value for irrigated land from summer fallow wheat 

to 0.9 tons production of continuously cropped hay land. 
 
14. Reduction from seven water cost categories to five water cost categories.  
 
15. Consolidation of the two lowest irrigated grades (I-7 & I-8) into irrigated grade 6.   
 
16. Change the midpoint for the productivity range that represents irrigated grade I-6 to 0.9 tons 

production per acre. 
 
17. Organize an interim committee to study ways to eliminate the collection of operator-specific 

energy costs for taxpayers with irrigated land.  The interim committee would also study ways to 
improve the irrigated land valuation system. 

 
18. Change administrative rule 42.20.147 - Criteria For Agricultural Land Valuation, that defines 

agricultural eligibility for landowner’s who produce and raise livestock.   
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Figure I 
 
 

Recommended Agricultural Statewide Assessed Valuation 
2003 Reappraisal Cycle 
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History Of Agricultural Land Taxation In Montana 

 
 

As of July 1, 1973, the Department of Revenue was delegated the responsibility for 
classifying all agricultural lands.  Previously, that was the duty of the county 
commissioners under Chapter 191, Laws of 1957.  As with the previous law, the values 
determined by the department were to be based on the productive 
capacity of the land, i.e., the ability of the land to produce income 
from a cash crop (wheat, hay, forage for grazing, etc.). 
 
Standardized agricultural land valuation schedules were developed in 
the early 1960s. The standardized values were based on a 
capitalization of net operating income (gross income less operating 
expenses).  Data sources for income, expense and production 
information included the USDA Crop and Livestock Reporting Service, Montana 
Department of Agriculture Statistics, the ASCS, SCS, BIA, BLM and other government 
agencies.  
 
The department updated and revised the agricultural land valuation schedules for the 
reappraisal cycle that concluded on December 31, 1985.  Again, the primary source of 
the data was the various government agencies listed above.  A concerted effort was 
made to include individual operations and agriculturally related associations to help 
refine the figures. 
 
After developing the new valuation schedules, public comment was solicited through the 
administrative rules process.  Agriculturists expressed their lack of support of the new 
valuation schedules because the new schedules would have increased the valuation of 
some types of agricultural land.  To address their concerns, former Governor Ted 
Schwinden suspended the rules hearing process.  Governor Schwinden directed the 
department to assemble an advisory committee to review the data and procedures and 
make changes if necessary. 
 
The advisory committee had difficulty arriving at a consensus on the agricultural land 
valuation schedules.  The 1985 Legislature froze the agricultural land valuation 
schedules that were in effect, specified the approach for developing future agricultural 
land valuation schedules and required the formation of an agricultural advisory 
committee.  
 
In September 1990, the Department of Revenue Agricultural Advisory Committee was 
appointed.  The committee reviewed, evaluated and recommended changes to the 
taxation of agricultural land.  It presented its recommendations at public meetings held 
throughout the state.  The recommendations of that committee were presented in 
legislation that was passed by the 1993 Legislature as Senate Bill 168.  It required 
specific methodology, formula, and data sources in the calculation of the new 
agricultural land valuation schedules.  While the appraised value of agricultural land 
increased significantly, the statewide impact of the new schedules was taxable value 
neutral.  There were shifts in value, however, within the various classes of agricultural 
land (i.e. grazing, non-irrigated farm land, continuously cropped hay land, non-irrigated 
continuously cropped farm land, and tillable irrigated land).  The tax rate for agricultural 
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land was reduced from 30 percent to 3.86 percent.  That was the same rate used for 
residential and commercial property.  
 
To mitigate the impact on agricultural taxpayers, the bill provided a phase-in of the 
change in taxable values over a four-year period.  Both increases and decreases in 
value were phased-in. 
 
Finally, Senate Bill 168 established another interim agricultural land advisory committee 
to review water costs and other issues applicable to the valuation and assessment of 
agricultural land.  That committee was appointed in November 1993.  It made 
recommendations to the Department of Revenue.  Committee recommendations 
adopted by the 1995 Legislature in Senate Bill 198 included: 
 

¾ allowing a base water cost of $ 5.50 per irrigated acre 
¾ establishing an energy cost base year for irrigated land 
¾ limiting allowable water costs to a maximum of $35 per acre of irrigated land 
¾ continuing the phase-in of the taxable value of irrigated land 

 
In May 1996, another agricultural land valuation advisory committee was appointed as 
required by law.  The committee reaffirmed the specific methodology, formula and data 
source requirements in current law, updated those requirements using current data, and 
recommended new agricultural land valuation schedules to the Department.  
 
In accordance with the provisions of SB184, passed by the 1999 Legislature, the new 
schedules were phased-in.  For those agricultural land types that had a decrease in 
valuation, the decrease in the valuation was not phased-in but immediately 
implemented.  For those agricultural land types that had an increase in valuation, the 
increase was phased in over a four-year period, beginning in 1999. 
 
In April 2001, the legislature passed HB609, allowing future agricultural advisory 
committees more flexibility to recommend changes in agricultural valuation methodology 
through administrative rule, rather than requiring legislative approval.  HB609 also 
increased the cap on water costs for irrigated land from $35 to $40. 
 
In May 2001, Governor Judy Martz appointed nine members to an Agricultural Advisory 
Committee.  The goal of this committee is to recommend land valuation schedules for 
the 2003 reappraisal cycle.  The committee finalized new land valuation schedules in 
June 2002.  The new land valuation schedules will be implemented on January 1, 2003 
and remain in effect until December 31, 2008.  The committee recommended no 
changes in methodology for continuously cropped farmland, summer fallow farmland, 
continuously cropped hay land and grazing land.  The committee recommended several 
changes to irrigated land valuation that included: 
 
¾ the elimination of rotations 
¾ reduction of water cost categories from seven to five classes 
¾ increase in the base cost from $5.50 to $10.00 
¾ a single minimum irrigated valued that represents the assessed value for 0.9 ton 

of hay on continuously cropped hay land 
¾ eliminating the two lowest grades of irrigated land and combining those grades 

with grade I-6.   
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All five agricultural land classifications will see a 14 to 16 percent increase in assessed 
valuation.  This increase in land valuation can be attributed to market increases in the 
base crops used in the valuation process.  Higher land values will be phased in over the 
length of the six-year appraisal cycle.  Therefore, the full reappraisal values will not be 
implemented until 2008. 
 
 
The Criteria For Classifying Property As Agricultural  
 
1. Parcels of land 160 acres or more under one ownership are taxed as agricultural 

land.  Agricultural land is taxed at 3.46% of its agricultural productive capacity value 
in 2002. 

 
2. Parcels of land containing 20 acres or more but less than 160 acres under one 

ownership are taxed as agricultural land if the land is used primarily for raising and 
marketing agricultural products.  The agricultural use test presumes that land is 
agricultural if $1,500 in annual gross income is produced and marketed from the 
land by the owner, owner's immediate family, agent, employee or lessee.  Parcels of 
land containing 20 acres or more but less than 160 acres, that do not qualify under 
these criteria are considered non-qualified agricultural land.  Non-qualified 
agricultural land is valued as Grade 3 grazing land.  The taxable value of the non-
qualifying taxable land is then computed by multiplying the assessed value by seven 
times the taxable percentage for agricultural land.  The taxable percentage for 
nonqualified agricultural land is 24.22 percent in 2002. 

 
 
3. Parcels of land less than 20 

acres, under one ownership, 
are taxed as agricultural land if 
they produce and the owner 
markets $1,500 in annual gross 
income from the raising of 
livestock, poultry, field crops, 
fruit, and other animal or 
vegetable matter for food or 
fiber. 

 
4. Land is not valued as 

agricultural if it is subdivided 
with stated restrictions 
prohibiting its use for 
agricultural purposes. The land 
may not be devoted to a 
residential, commercial or 
industrial purpose. 
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Valuation of Agricultural Land 
Statutory Authority 

 
 

1. Productive value formula     15-7-201(4), MCA 
 
2. Seven-year Olympic average for     15-7-201(5)(b)(i), MCA 

 commodity price data     15-7-201(5)(d), MCA 
 
3. Reporting source for base crops and grazing fees 15-7-201(5)(b)(i), MCA 
 
4. Base crop for irrigated land & continuously 
 cropped hay land is alfalfa     15-7-201(4)(c), MCA 
 
5. Base crop for non-irrigated farmland is wheat  15-7-201(4)(c), MCA 
 
6. Base unit for grazing land is AUM’s   15-7-201(4)(c), MCA 
 
7. 20% reduction to alfalfa base crop due to   15-7-201(5)(c), MCA 
 the dairy influence   
 
8. Determination of net income    15-7-201(5)(b)(ii), MCA 
 
9. Capitalization rate      15-7-201(4)(c), MCA 
 
10. Minimum irrigated land values    15-7-201(7)(f), MCA 
 
11. Base water cost for irrigated land    15-7-201(5)(b)(iii), MCA 
 
12. Allowable labor costs for irrigated land   15-7-201(5)(b)(iii)(A), MCA 
 
13. Allowable energy costs for irrigated land   15-7-201(5)(b)(iii)(B), MCA 
 
14. Energy cost base year and taxpayer    15-7-201(5)(B), MCA 

 reporting date 
 
15. Maximum water cost     15-7-201(5)(b)(iii), MCA 
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15-7-201, MCA 
Legislative Intent -- Value Of Agricultural Property. 

 
     15-7-201. Legislative intent -- value of agricultural property. (1) Because the market value of many agricultural 
properties is based upon speculative purchases that do not reflect the productive capability of agricultural land, it is 
the legislative intent that bona fide agricultural properties be classified and assessed at a value that is exclusive of 
values attributed to urban influences or speculative purposes.  
     (2) Agricultural land must be classified according to its use, which classifications include but are not limited to 
irrigated use, nonirrigated use, and grazing use.  
     (3) Within each class, land must be subclassified by production categories. Production categories are determined 
from the productive capacity of the land based on yield.  
     (4) In computing the agricultural land valuation schedules to take effect on the date when each revaluation cycle 
takes effect pursuant to 15-7-111, the department of revenue shall determine the productive capacity value of all 
agricultural lands using the formula V = I/R where:  
     (a) V is the per-acre productive capacity value of agricultural land in each land use and production category;  
     (b) I is the per-acre net income of agricultural land in each land use and production category and is to be 
determined as provided in subsection (5); and  
     (c) R is the capitalization rate and, unless the advisory committee recommends a different rate and the department 
adopts the recommended capitalization rate by rule, is equal to 6.4%. This capitalization rate must remain in effect 
until the next revaluation cycle.  
     (5) (a) Net income must be determined separately in each land use based on  
production categories.  
     (b) Net income must be based on commodity price data, which may include grazing fees, crop and livestock share 
arrangements, cost of production data, and water cost data for the base period using the best available data.  
     (i) Commodity price data and cost of production data for the base period must be obtained from the Montana 
Agricultural Statistics, the Montana crop and livestock reporting service, and other sources of publicly available 
information if considered appropriate by the advisory committee.  
     (ii) Crop share and livestock share arrangements are based on typical agricultural business practices and average 
landowner costs.  
     (iii) Allowable water costs consist only of the per-acre labor costs, energy costs of irrigation, and, unless the 
advisory committee recommends otherwise and the department adopts the recommended cost by rule, a base water 
cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed $40 for each acre of irrigated 
land. Labor and energy costs must be determined as follows:  
     (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, and lateral 
sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems.  
     (B) Energy costs must be based on per-acre energy costs incurred in the energy cost base year, which is the 
calendar year immediately preceding the year specified by the department in 15-7-103(5). By July 1 of the year 
following the energy cost base year, an owner of irrigated land shall provide the department, on a form prescribed by 
the department, with energy costs incurred in that energy cost base year. In the event that no energy costs were 
incurred in the energy cost base year, the owner of irrigated land shall provide the department with energy costs from 
the most recent year available. The department shall adjust the most recent year's energy costs to reflect costs in the 
energy cost base year.  
     (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and the base crop for 
valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is animal unit months (AUM), 
defined as the average monthly requirement of pasture forage to support a 1,000-pound cow with a calf or its 
equivalent.  
     (d) Unless the advisory committee recommends a different base period and the department adopts the 
recommended base period by rule, the base period used to determine net income must be the most recent 7 years 
for which data is available prior to the date the revaluation cycle ends. Unless the advisory committee recommends a 
different averaging method and the department adopts the recommended averaging method by rule, data referred to 
in subsection (5)(b) must be averaged, but the average must exclude the lowest and highest yearly data in the period.  
     (6) The department shall compile data and develop valuation manuals adopted by rule to implement the valuation 
method established by subsections (4) and (5).  
     (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and agricultural 
economics. The advisory committee shall include one member of the Montana state university-Bozeman, college of 
agriculture, staff. The advisory committee shall:  
     (a) compile and review data required by subsections (4) and (5);  
     (b) recommend to the department any adjustments to data or to landowners' share percentages if required by 
changes in government agricultural programs, market conditions, or prevailing agricultural practices;  
     (c) recommend appropriate base periods and averaging methods to the department;  
     (d) evaluate the appropriateness of the capitalization rate and recommend a rate to the department;  
     (e) verify for each class of land that the income determined in subsection (5) reasonably approximates that which 
the average Montana farmer or rancher could have attained; and  
     (f) recommend agricultural land valuation schedules to the department. With respect to irrigated land, the 
recommended value of irrigated land may not be below the value that the land would have if it were not irrigated.  
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VALUATION FORMULA FOR AGRICULTURAL LAND 
 
 

There is more than 50 million acres of privately owned agricultural land in Montana. 
Agricultural land is classified based on its agricultural use and graded based on its 
productive capability for that use.  The statutory formula for determining productive 
capacity value is: 
 

V = I/R 
 

Where: 
 

V = value of each type of agricultural land 
I = net income of each type of agricultural land 
R = capitalization rate  

 
Example of Calculation: 
 

Net Income Per Acre = $50 
Capitalization Rate  = 6.4% 
Value     = $781.25/Acre ($50 ÷ 6.4% = $781.25) 
 

Because a single set of agricultural commodity prices are used to represent income for 
a multi year appraisal cycle, a seven-year Olympic average is used to smooth price 
volatility.  The seven-year Olympic average uses information from seven consecutive 
years, drops the highest and lowest figure, then averages the remaining five years.  The 
2002 agricultural advisory committee recommended no change to the use of a seven-
year Olympic average. 
 
Commodity prices for two base crops are used for continuously cropped and summer 
fallow farmland, continuously cropped hay land and irrigated land.  Private grazing fees 
for one animal unit month (AUM) are used for grazing land.  These commodity prices 
and the grazing fees are used to calculate the gross income.  The source for these 
prices is the Montana Agricultural Statistics Reporting Service.  The advisory committee 
recommended the continued use of both base crops and the private grazing fees.  They 
also recommended the continued use of the Montana Agricultural Statistics Reporting 
Service.  The basis for the unit price is as follows: 
 

1. all wheat 
a. continuously cropped farmland 
b. summer fallow farmland 

 
2. alfalfa 

a. irrigated land 
b. continuously cropped hay land 

 
3. private lease fee for AUM’s 

a. grazing land 
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Gross income is calculated by multiplying the unit price for the base crop by the quantity 
produced on an acre of land.  This is accomplished by taking the midpoint for the 
production range of each productivity grade and applying it to the unit price of the base 
crop.  For example, if the average price of alfalfa is $62.08 and the average hay 
production is 1.2 tons per acre, then the gross income per acre is $74.50 ($62.08 * 1.2 
tons/ac.). 
 
Net income per acre is calculated by deducting agricultural costs from the gross income.  
The net to gross returns for farmland can be measured by examining the rental value of 
land.  Farmland can be rented under a crop share agreement where the landowner 
receives a certain percentage of the crop produced by the land’s tenant.  This measure 
of the return to the landlord represents the land’s net income.  For instance, a ¼ crop 
share rental agreement represents a 25 percent net of gross returns to the landlord.  If 
the gross income is $74.50 per acre, a ¼ crop share yields a net income to the landlord 
of $18.63 ($74.50 * .25). 
 
The advisory committee recommended no change to the current crop share rental 
percentages or the 25 percent management fee on grazing land.  The crop share rental 
percentages are as follows: 
 
Agricultural Land Classification     Landlord’s Crop Share Rental Percentage 
 
¾ Continuously cropped farmland   ¼ (25 percent) 
¾ Summer fallow farmland2    ⅛ (12.5 percent) 
¾ Continuously cropped hay land   ¼ (25 percent) 
¾ Irrigated land      ¼ (25 percent) 
¾ Grazing Land     25 percent management fee 
 
The capitalization rate is a rate that turns an 
ongoing income stream into present value.  The 
use of capitalization rates is an accepted 
appraisal practice to estimate the value of 
income producing properties.  The rate used to 
capitalize net agricultural income should reflect 
the rent to value ratios of agricultural land.  
There is a range of rent to value ratios in 
Montana depending on the type of agricultural 
land.  The 1991 agricultural advisory committee 
reviewed the range of rent to value ratios for 
agricultural land and recommended a 
capitalization rate of 6.4 percent.  That 
recommendation was later enacted into state 
law.  The current advisory committee 
recommended that the 6.4 percent capitalization 
rate remain unchanged for the 2003 reappraisal 
cycle. 

                                            
2 Summer fallow farmland crop share is ½ of the continuously cropped farmland crop share because 
summer fallow farmland only produces a crop every other year. 
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Seven Year Olympic Average 

Agricultural Commodity Prices 
 
 
By law, base crop commodity prices use an Olympic average based on the most recent 
seven years for which there is data, prior to the date the current reappraisal cycle ends.  
The figures for the highest and lowest year are eliminated, thus producing an arithmetic 
five-year average.   
 
For the 2003 reappraisal cycle, the seven-year period for which data is collected is 1995 
through 2001. 
 
Table 1 of Figure II reflects the seven-year Olympic average commodity prices for both 
base crops (“all wheat” & alfalfa) and the private grazing fees.  The shaded years reflect 
the high or the low prices that are excluded from the five-year average price. The five-
year average for alfalfa contains a 20 percent reduction to the alfalfa commodity price 
due to the dairy impact on the reporting prices collected by the Montana Agricultural 
Statistics Reporting Service. 
 
Table 2 of Figure II reflects the high and low years that are excluded from the five-year 
average. 
 
Table 3 in Figure II reflects the “all wheat” 
commodity prices plus two federal farm subsidy 
programs – agricultural market transition and 
market loss assistance.  
 
Table 4 in Figure II compares the base crop 
commodity prices and grazing lease fees used 
in the 1997 reappraisal cycle to the base crop 
commodity prices and grazing lease fees 
recommended for the 2003 reappraisal cycle. 
 
Figure III reflects the “all wheat” commodity 
prices for the past several decades as reported 
by the Montana Agricultural Statistics Reporting 
Service.   
 
Figure IV reflects the alfalfa commodity prices 
for the past two decades as reported by the 
Montana Agricultural Statistics Reporting 
Service.   
 
Figure V reflects the private grazing fee rates 
for the past two decades as reported by the 
Montana Agricultural Statistics Reporting 
Service.   
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FIGURE II 
 

Table 1 
Seven Year Olympic Average 

Agricultural Commodity Prices 
1995 - 2001 

 

 
 
* Wheat prices include government payments, see table 3  
* The shaded commodity prices have been dropped from the 7-year Olympic average 
*The 7-year Olympic average for alfalfa shown in the right-hand shaded column is adjusted by 20 percent 

to account for the price influence from the dairy industry 
 
 

Table 2 
High and Low Year Figures Dropped From Rolling Average 

 

 
 
 

Table 3 
Government Wheat Subsidy Payments  

 

 
 
 

Table 4 
Comparison Of Commodity Base Prices And Grazing Lease Fees 

1997 Reappraisal Cycle Versus 2003 Reappraisal Cycle 
 

 

- 13 - 



Figure III 
 
 

All Wheat, Alfalfa Hay & Private Grazing Fee Rates 
Montana Agricultural Statistics Reporting Service 

Average Prices And Fees Received  
Revised March 2002 
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Average Assessed Value, Average Production  
And Productivity Grade 

Year 2000 Data 
 
 

Figure IV compares DOR average production and productivity values to data compiled 
by the Montana Agricultural Statistics Reporting Service.  A direct comparison between 
DOR statistics and Montana Agricultural Statistics is not possible is some situations.   
 
For example, Agricultural Statistics combines summer fallow and continuously cropped 
farmland into one category called “non-irrigated cropland”.  Therefore, it is difficult to 
compare the department’s average summer fallow and continuously cropped values 
directly to the “non-irrigated cropland” value that is reported by the Montana Agricultural 
Statistics Reporting Service.  Additionally, the Agricultural Statistics Reporting Service 
provides data on re-cropped farmland, but doesn’t provide data on continuously 
cropped farmland.   
 
The Agricultural Statistics Reporting Service provides the average production and 
market value for irrigated land that is comparable to the department’s average figures 
for all three combined irrigation rotations.  
 
The Agricultural Statistics Reporting Service doesn’t compile average grazing 
productivity or a statewide market value for continuously cropped hay land. 
 
 

Figure IV 
 
 

Year 2000 Statistics 
 

Agricultural 
Use 

DOR 
Average 

Production 

DOR 
Average 

Assessed 
Value 

DOR 
Average 
Grade 

Agricultural 
Statistics 
Average 

Production 

Agricultural 
Statistics  

Average Market
Value 

SF Farmland 19.87 bu/ac $151.71/ac F2b 28.2 bu/ac $360/ac 
CC Farmland 29.43 bu/ac $449.59/ac CC4 No Data $360/ac 
Hay land 1.07 tons/ac $227.42/ac H5 0.9 tons/ac No Data 
Irrigated Land 
Minimum Rot. 

2.42 tons/ac $253.16/ac I-5 see all 
rotations 

see all rotations 

Irrigated Land 
Medium Rot 

2.94 tons/ac $332.12/ac I-4 see all 
rotations 

see all rotations 

Irrigated Land 
Maximum Rot 

3.51 tons/ac $499.99/ac I-2 see all 
rotations 

see all rotations 

Irrigated Land  
All Rotations 

2.66 tons/ac $301.35/ac I-4 3.1 tons/ac $1,500/ac 

Grazing Land 3.57 Ac./AUM $36.57/ac G3 No Data $255/ac 
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Agricultural Land Valuation 
Committee Recommendations 

 
 

Summer Fallow & Continuously Cropped Farmland 
 
The crop basis for summer fallow and continuously cropped farmland is the “all wheat” 
commodity price.  The only area in Montana where continuously cropped farmland is 
the predominant farming practice is in Northwestern Montana.  Generally, other portions 
of Montana don’t receive adequate precipitation to support continuously cropped 
farmland.  Land that is occasionally re-cropped two or three years in a row is classified 
as summer fallow farmland. 
 
The 2002 agricultural advisory committee recommended that the current practice of 
using the landlord’s ¼ crop share (25 percent of gross income) to represent net income 
on continuously cropped farmland continue for the 2003 reappraisal cycle.  Because 
summer fallow land is typically farmed every other year, the net income is half that 
which is produced on continuously cropped farmland assuming the production levels 
are identical.  Therefore, the net income is 12.5 percent of the gross income on summer 
fallow farmland.   
 
Commodity prices for wheat have been declining in recent years.  However, federal 
wheat subsidies have offset declines in commodity prices.  The 2002 agricultural 
advisory committee looked at the different farm subsidy programs and recommended 
that two separate wheat subsidies be added to the “all wheat” commodity price.  Those 
subsidies are the Agricultural Market 
Transition and Market Loss 
Assistance programs.  The impact 
of these subsidies is shown in Table 
3 of Figure II on page 13.   
 
The “all wheat” commodity price 
combined with the two farm 
subsidies produced an estimated 
15.09 percent increase in valuation 
for the 2003 reappraisal cycle.  
Figure V shows the 2003 
reappraisal impact by productivity 
grade for summer fallow and 
continuously cropped farmland. 
 
Figure VI reflects the per-acre 
phase-in values for each year of the 
2003 reappraisal cycle for 
continuously cropped and summer 
fallow farmland.  
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Figure V 
 

Assessed & Taxable Value Comparison 
1997 Versus 2003 

Continuously Cropped & Summer Fallow Farmland 
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Figure VI 
 

Non Irrigated Farmland 
Summer Fallow Basis (F) 

2003 Reappraisal Cycle Phase-in Values 
 

 
 
 

Non Irrigated Farmland 
Continuously Cropped Basis (CC) 
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Continuously Cropped Hay Land 
 
The crop basis for continuously 
cropped hay land is the alfalfa 
commodity price.  Continuously 
cropped hay land includes any 
alfalfa or grass hay that is 
clipped a majority of the years.   
 
Previous advisory committees 
felt that the alfalfa commodity 
price reported to the Montana 
Agricultural Statistics Service 
was heavily influenced by the 
dairy industry.  The dairy i
pays a premium price for high 
quality alfalfa hay so their dairy cattle can sustain high milk production levels.  Most 
ranchers use hay produced on their operation to support their own livestock.  The 2002 
advisory committee recommended to continue the current practice of reducing alfalfa
commodity prices by 20 percent to account for the dairy influence. 

ndustry 

 

 
The productivity grade H1 represents the highest production range for dryland hay.  The 
production range for productivity grade H1 is 3.0 tons per acre and greater.  For the 
purpose of valuation, the midpoint that represents the productivity range for grade H1 is 
also 3.0 tons.  In every other agricultural sector, the midpoint of the highest production 
range is higher than the minimum necessary production and is equally spaced from the 
next lowest productivity grade.  Therefore, the committee recommends that the midpoint 
of grade H1 be changed from 3.0 tons to 3.2 tons.  This will mean that grade H1 is 
treated in the same manner as the highest production grade in the other agricultural 
sectors.  The proportional difference between each midpoint will be 0.5 tons per acre.   
 
The recommended valuation midpoint for each dry land hay productivity grade is as 
follows. 
 

 
 
 
The increase in alfalfa prices for continuously cropped hay land produces an estimated 
14.01 percent increase in valuation for the 2003 reappraisal cycle.   
 
Figure VII shows the 2003 reappraisal impact by productivity grade for continuously 
cropped hay land.   
 
Figure VIII reflects the per-acre phase-in values for each year of the 2003 reappraisal 
cycle for continuously cropped hay land.  
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Figure VII 
 

Assessed & Taxable Value Comparison 
1997 Versus 2003 

Continuously Cropped Hay land 
 
 

 
 
 

Figure VIII 
 
 

Non Irrigated Continuously Cropped Hay Land (H) 
2003 Reappraisal Cycle Phase-in Values 
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Grazing Land 
 
The income basis for grazing land 
is the lease fee to graze one 
animal unit for one month (AUM) 
on private land.  For the purpose of 
valuation, an animal unit is defined 
as a 1000-pound steer, a cow/calf 
pair or 4 to 5 adult sheep. 
 
The net operating income for 
grazing land must be converted 
from dollars per animal unit month 
to dollars per acre.  This is 
accomplished by dividing the 
midpoint of each productivity grade 
into the grazing net income.  For 
example, the midpoint for grazing grade 3 is 3.25 acres per animal unit (2.8 – 3.7 
acres/AU).  If the private lease fee is $12.82 per AUM, then the net income is $12.82 
less the 25% management fee or $9.62 per AUM.  The net income per AUM is 
converted to net income per acre by dividing $9.62 per AUM by 3.25 acres per AUM 
(midpoint of G3 grazing) to equal $2.96 per acre. 
 
The increase in lease fees for private grazing produces an estimated 16.02 percent 
increase in valuation for the 2003 reappraisal cycle.   
 
Figure IX shows the 2003 reappraisal impact by productivity grade for grazing land.   
 
Figure X reflects the per-acre phase-in values for each year of the 2003 reappraisal 
cycle for grazing land. 
 
The committee endorsed a change to administrative rule 42.20.147 - Criteria For 
Agricultural Land Valuation,  that defines agricultural eligibility for landowners who 
produce and raise livestock.  The committee recommended that a landowner whom 
produces and raises livestock must meet two key agricultural eligibility requirements.  
They are: 
 

1. The land must produce and the taxpayer must market, not less that 
$1,500 in annual gross agricultural income. 

2. The land’s carrying capacity must support not less than 30 animal unit 
months per year (AUM’s/year). 

 
The committee believes that the land must produce the livestock income.  A taxpayer 
that buys livestock and sells the animals in a short time span or feeds the livestock may 
own land that that is not producing the $1,500 income requirement.  Based on current 
market prices for weaned calves and their average weaned weight, the land requires 30 
AUM’s of grazing carrying capacity to produce $1,500 in annual gross income.  Based 
on a 10-month grazing period, the land would have to support at least three animal 
units. 
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Figure IX 
 
 

Assessed & Taxable Value Comparison 
1997 Versus 2003 

Grazing land 
 

 
 
 

Figure X 
 
 

Grazing Land (G) 
2003 Reappraisal Cycle Phase-in Values 
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Irrigated Land - Current Practice 
 
Irrigated land has been placed in one of three rotations – minimum, medium and 
maximum since they were originally created by the State Board of Equalization.  These 
rotation adjustments address valuation differences because climatic conditions allow 
certain crops to grow in different regions of the state. 
 
The primary crop grown in the minimum rotation is alfalfa.  The majority of irrigated land 
in Montana falls in the minimum rotation.  The principal crops grown in the medium 
rotation are potatoes and sweet beets.  The medium rotation lands are scattered 
throughout the state in valleys that produce potatoes and sweet beets.  The principal 
crops grown in the maximum rotation are vegetables and silage.  The maximum rotation 
lands are located along major river drainages in the state such as the lower 
Yellowstone, Musselshell and Bighorn Rivers. 
 
Irrigated land schedules created by the State Board of Equalization used crop 
combinations grown in each rotation to reflect valuation differences between the 
rotations.  Previous advisory committees changed this methodology to use only alfalfa 
as the base crop.  To reflect value differences between crops grown in the different 
rotations, the committees decreased the commodity price of alfalfa for medium and 
minimum rotations, rather than using commodity prices for higher-value crops grown in 
medium and maximum rotations.  The alfalfa price is currently reduced by 20 percent for 
the minimum rotation and 10 percent for the medium rotation.  The alfalfa commodity 
price for maximum rotations is not adjusted. 
 
The alfalfa commodity price is reduced by 20 percent to account for the influence on 
reporting prices to the Agricultural Statistics Reporting Service by the diary industry.  In 
addition to the ¾ crop share allowance for costs, state statute mandates that irrigated 
land will receive additional cost allowances for getting the irrigation water from the point 
of source to the irrigated field.   
 
Section 15-7-201(5) MCA directs the department to use water costs composed of a 
base cost, labor cost and energy cost.  The water base cost stipulated in statute is 
$5.50 per acre.  The labor costs vary with the irrigation type in use on the land.  Flood 
and hand line systems receive a $9.00 labor cost allowance.  Tow lines, side roll and 
lateral sprinklers receive a $5.50 labor cost allowance.  Pivot systems do not receive a 
labor cost allowance.   
 
The energy cost is operator specific and is collected by the department once each 
appraisal cycle for the energy cost base year.  The energy cost base year is defined in 
15-7-201(5) MCA and is year 2001 for the 2003 reappraisal cycle.  Each taxpayer with 
irrigated land was mailed a questionnaire in April 2002, requesting the per-acre energy 
cost for each irrigation type they used in 2001.  Operators that had no energy cost in 
2001, principally due to drought, are allowed to use year 2000 energy costs. 
 
State statute mandates that irrigated land cannot be assessed at a value that is lower 
than it would be if the land were not irrigated.  Approximately 43 percent of the irrigated 
land in Montana was not valued as irrigated land in 2001 (see Figure XI).  Previous 
advisory committees have recommended that the alternative minimum values for 
irrigated land be based on summer fallow farmland.   
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Figure XI 
 
 

Irrigated Acreage That Is Valued as Summer Fallow Farmland 
2001 

 

Irrigated Acres That Are Valued 
As Summer Fallow Land 

Irrigated Acres That Are 
Valued As Irrigated Land 

 
 
Committee Recommendations For 2003 Reappraisal Cycle 
 
Because alfalfa is produced on the majority of irrigated land in Montana, the committee 
recommended that alfalfa should continue to be used as the base commodity crop for 
all irrigated lands.  The committee also recommended that the landlord’s ¼ crop share 
arrangement for net income remain unchanged and alfalfa commodity prices continue to 
be reduced by 20 percent to account for the dairy industry influence on reporting prices 
to the Agricultural Statistics Reporting Service.   
 
The advisory committee recommended that the department eliminate rotations and use 
one irrigation schedule.  Current practice is to use only one base crop.  The alfalfa 
commodity price for minimum and medium rotations is reduced though higher value 
crops could be grown in areas classified as medium and maximum rotations.  This 
valuation approach is not logical from an appraisal standpoint.  The committee 
recommended that all irrigated land be valued at 100 percent of the base commodity 
price after the 20 percent reduction for the dairy influence. 
 
The 2001 legislature allowed future advisory committees latitude to recommend 
changes to the water base cost through the administrative rules process.  The 2002 
advisory committee chose to exercise this option and recommended an increase in the 
base cost from $5.50 to $10.00.  The $5.50 base cost was set in 1995 and it is the 
professional opinion of the committee that this cost is too low.  Inflation has raised costs 
since the current approach was developed and all irrigation is labor intensive.  A base 
cost of $5.50 only pays for a little more than ½ hour per acre of labor.  In terms of 
valuation, the increase in the water base cost offsets the elimination of deductions given 
to the minimum and medium rotations.  
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The committee recommended a reduction in the number of water cost categories from 
seven to five.  There are several reasons for this decision.  Currently, there are no 
irrigated lands in water cost category 1 because the base cost and labor cost for each 
irrigation method exceed the limits for this water cost category.  In actuality, only six 
water cost categories are utilized.  The recommendation to increase the water base cost 
has the effect of pushing irrigated land up one water cost category.   
 
The 2001 legislature increased the upper limit for total water costs from $35.00 to 
$40.00.  The change in the total water cost allowance and the increase in the water 
base cost necessitates a restructuring of the water cost categories.  The following tables 
show the recommended water cost categories and the recommended base cost and 
labor cost for each irrigation system. 
 
 

2003 Recommended Water Cost Categories 
 

        
1         WC 1          WC 2                   WC 3           WC 4           WC 5  
 

 
 

$0 – $19.99 $20.00 - $24.99     $25.00 - $29.99 $30.00 - $34.99 $35.00 – $40.00

 
 

2003 Recommended Water Base Cost And Labor Cost By Irrigation Type 
 

Flood   Sprinkler   Pivot 
Base $10.00    $10.00   $10.00 
Labor      $  9.00                       $  4.50                              $  0.00 
Total $19.00    $14.50   $10.00 
 
* Flood irrigation systems include: flood and hand lines 
* Sprinkler irrigation systems include: Tow lines, side roll and lateral sprinklers 
 

The committee recommended that the department use dryland hay rather than summer 
fallow farmland as the basis to value land with irrigated values lower than they would be 
had the land not been irrigated.  The basis for this decision is threefold.  First, irrigated 
land is farmed every year versus summer fallow land that is typically farmed every other 
year.  Second, productivity on irrigated land is based on tons of alfalfa per acre while 
productivity for farmland is based on bushels of wheat.  Therefore, the productivity 
conversion from tons of alfalfa to bushels of wheat requires the use of special 
conversion tables.  Third, the committee believes that land that is removed from 
irrigation more often reverts to dryland hay, rather than summer fallow farmland.   
 
According to the Agricultural Statistics Reporting Service, dryland hay yields in Montana 
usually average over 1 ton per acre.  However, these yields include hay from CRP, 
grain hay, and only harvested acres.  Therefore, the committee believes a 9/10-ton yield 
is a more representative average production figure.   
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The committee recommended that all alternative minimum values for irrigated land be 
based on 9/10-ton production of dryland hay, rather than a sliding scale of minimum 
values based on the land’s productivity.  This change will increase the assessed values 
for the lowest irrigated productivity grades but decrease the assessed values for the 
middle to upper productivity grades.  The majority of irrigated acres are in the middle to 
upper productivity range, so the change to a single dryland value for all alternative 
minimum irrigated values will reduce the total statewide assessed valuation for irrigated 
land by approximately five percent.  
 
The committee recommended the department eliminate the two lowest irrigated land 
grades.  Those grades are: I-7 (1.0 – 1.4 tons/acre) and I-8 (< 1.0 tons/acre).  The 
committee feels such low yields cannot justify the cost and effort of irrigation.  
Furthermore, only 11,039 acres are classified in I-8 and only 43,389 acres in I-7.  The 
average dryland hay yield in Montana is more than 1 ton per acre.  The committee 
recommended that the lowest irrigated land grade should be I-6 (< 1.9 tons/acre) with a 
valuation midpoint of 0.9 tons per acre. 
 
The changes recommended by the committee will reduce the number of potential per-
acre irrigated land assessments from 189 in the 1997 reappraisal cycle to 30 potential 
per-acre irrigated land assessments for the 2003 reappraisal cycle.  These 
recommendations eliminate some of the complexity in irrigated land valuation and 
improve the department’s tax administration.    
 
Predicting reappraisal impacts for irrigated land is very difficult to accomplish before 
November 2002.  The submission of year 2001 energy costs by taxpayers of irrigated 
land has a significant impact on irrigated land valuation.  Taxpayers have until July 1, 
2002 to return energy cost questionnaires to the department.  Once the questionnaire is 
received by the department, it must be processed before a statewide analysis can be 
completed.  However, preliminary estimates can be made based on the assumption that 
every parcel moves up $4.50 in total water cost allowance due to the increase in the 
base water cost. 
 
The increase in alfalfa prices and the recommended changes for irrigated land valuation 
produce an estimated 14.32 percent increase in valuation for the 2003 reappraisal 
cycle.  If the committee had recommended the continuation of previous methodology 
and only updated income and expense data, the irrigated land assessments were 
estimated to increase 19.44 percent.  Irrigated land in the maximum rotation and to a 
lesser extent, the medium rotation will see smaller increases and possibly decreases 
due to the conversion to a single irrigation schedule.   Even some grades in certain 
water cost categories for irrigated land in the minimum rotation will see decreased 
valuation due to the change in minimum alternative values. 
 
Irrigated land that experiences a decrease in valuation will see the entire reduction in 
the 2003 tax year.  Land that experiences an increased assessment will be phased-in 
until it reaches the full reappraisal value in 2008.   
 
Figure XII provides the estimated statewide assessed valuation for each irrigated grade 
in the proposed 2003 irrigation schedule and the estimated change in valuation from the 
1997 reappraisal cycle to the 2003 reappraisal cycle.  The statewide estimate assumes 
that every irrigated parcel will move forward one water cost category. 
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Figure XIII provides the estimated statewide assessed valuation for each irrigated 
grade in 2003 had the advisory committee recommended the continuation of the 
previous methodology and only updated income and expense data.   
 
The advisory committee recommended that rotations be eliminated for the 2003 
reappraisal cycle.  However, rotations are used in current irrigation schedules and 
irrigated parcels from each 
rotation will not be fully phased 
into a single schedule until 2008.  
Therefore, Figures XIV – XVI 
illustrate how each irrigation 
value for each rotation will be 
phased-in during the 2003 
reappraisal cycle.  The per-acre 
values highlighted in green are 
2003 assessed values that are 
less than the 1997 assessed 
values.  Any 2003 reappraisal 
value that decreases from that 
used in the 1997 reappraisal is 
fully implemented in 2003.  Once 
a phase-down value is fully 
implemented in 2003, there is no 
change in the per-acre value 
from 2004 through 2008. 
 
Figure XIV reflects the 
recommended per-acre phase-in 
values for each year of the 2003 
reappraisal cycle for maximum 
rotation irrigated land.   
 
Figure XV reflects the 
recommended per-acre phase-in 
values for each year of the 2003 reappraisal cycle for medium rotation irrigated land.  
 
Figure XVI reflects the recommended per-acre phase-in values for each year of the 
2003 reappraisal cycle for minimum rotation irrigated land.  
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Figure XII 
 
 

2003 Recommended Irrigated Land Assessment 
Statewide Assessed Values By Productivity Grade 

 

 
 
 

Change From 1996 Statewide Irrigated Assessment 
To 2003 Statewide Irrigated Assessment 

 

 
 
 

Basis For Estimated Reappraisal Impacts 
 
 
1997 Irrigated Land Assessment 
 
¾ assessed values based on three rotations 
¾ summer fallow farmland used as the alternative minimum irrigated value 
¾ $5.50 water base cost 
¾ seven water cost categories 
¾ total water costs capped at $35.00 per acre 

 
2003 Irrigated Land Assessment 
 
¾ assessed values based on no rotations (single irrigation schedule) 
¾ 9/10 ton dryland hay used as the basis for the alternative minimum irrigated 

value 
¾ $10.00 water base cost 
¾ five water cost categories 
¾ total water costs capped at $40.00 per acre 
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Figure XIII 
 

2003 Irrigated Land Assessment 
Statewide Assessed Values By Productivity Grade 

Values Based On No Change To Valuation Methodology 
 

 
 
 
 
 

Estimated Change From 1997 Irrigated Statewide Assessment  
To 2003 Irrigated Assessment 

 
 
 

 
 
 

Basis For Estimated Impacts 
 

¾ alfalfa commodity prices updated using new seven-year Olympic average 
¾ assessed values based on three rotations 
¾ summer fallow farmland used as the alternative minimum irrigated value 
¾ $5.50 water base cost 
¾ seven water cost categories 
¾ total water costs capped at $40.00 per acre 
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Figure XIV 
 

Irrigated Land (I) 
Maximum Rotation 

2003 Reappraisal Cycle Phase-in Values 
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Figure XV 
 

Irrigated Land (I) 
Medium Rotation 

2003 Reappraisal Cycle Phase-in Values 
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Figure XVI 
 

Irrigated Land (I) 
Minimum Rotation 

2003 Reappraisal Cycle Phase-in Values 
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